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Royal Commission on the Income Tax recommended a change
in this respect. They inclined to make the issue depend on
the intention of the income-receiver. " Any profit made on
a transaction in which the subject matter was acquired with
a view to profit-making should be brought within the scope
of income tax, and should not be treated as an accretion of
capital simply because the transaction lies outside the range
of the taxpayer's ordinary business." l Clearly there are great
practical difficulties here. These could be avoided, and, more-
over, casual profits not realised through sales would also be
brought into account, if property instead of income were
made the object of assessment.
§ 3. Secondly, however, there is a very important respect
in which property is an inferior object of assessment to its
rival. If every piece of property yielded an equal flow of
income every year, there would be no difference at all between
a 10 per cent tax on the income derived from it and (with
interest at 5 per cent) a J per cent tax on the property itself.
But in actual life some pieces of property do not yield a con-
tinuous equal flow of income. Thus, consider two men of
equal wealth, one of whom buys with £10,000 a property
reckoned to yield a permanent income of £500 a year, and
the other buys for the same sum a property of equal present
value reckoned to yield a series of oscillating incomes, in the
aggregate of equivalent present value, but individually dif-
ferent in different years. Under a property tax the two
men will pay equal sums to the Treasury every year; under
an income tax the man with variable income will pay more
when his income is large and less when it is small. Obviously,
the second plan is the more convenient and the less irritating.
But there is also a second and subtler difference. Suppose
that one of the two £10,000 properties yields, not merely
an oscillating income, but an income which begins at a low
figure and is destined, and known to be destined, to grow
progressively larger ; that, for example, there is to be no
income at all for ten years and, thereafter, a perpetual income
of large amount. A property tax in this case is not merely
inconvenient, in that it forces a man to make payments
(possibly by borrowing) before he has any income to pay
with. It is also guilty of an inequity, for, since the two series
1 Report, p. 20.

